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Funding investment in transformation of the Medicaid delivery system 

Delivery System Reform Incentive Payment Program: The Basics 

Common Features Include: 

State has clear vision for a transformed Medicaid delivery system 

State identifies activities intended to transform the delivery system 

Providers join together to undertake transformation activities  

State funds providers based on hitting specified milestones/metrics 

 NY, NJ, CA, TX, MA, and KS have implemented DSRIP programs 
 WA, NH, and AL have applications pending 
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Overview of Transformation Funding 

Stabilize existing providers 
and increased capacity in the 
short-term.  
 
They: 
 Enable providers to 

prepare for 
transformation 

 Are not tied to achieving 
milestones or metrics 
(unlike transformation 
payments.) 

 Examples: Payments to 
community mental health 
centers  

Transition Payments and 
Other Initiatives 

Support infrastructure 
development for coordinating 
entities and participating 
organizations.  
 
Payments fund: 
 Transformation activity 

staff, training and other 
workforce investments 

 Infrastructure investments 
 Examples: Hiring care 

managers, training 
community health 
workers, purchasing care 
management software 

Transformation Activity 
Payments 

Waiver will enable 
participants to: 
 Test business case for 

selected transformation 
activities ;and 

 Make  case for post-
waiver investment to 
sustain successful 
initiatives 

Effective care models may 
also be sustained through: 

 Medicaid reimbursement 
for cost effective services 
(State Plan and/or 1115 
waiver) 

 Provider/plan investment 
in non-Medicaid 
reimbursable services. 

Post-Waiver 
Sustainability 
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Today’s focus is the structure of these provider 
partnerships in other states’ DSRIP programs 

A menu of projects will be developed by the State from which partnerships/ 
networks of providers will apply to participate in.  

Program Design and Implementation 

State creates menu 
of projects to 

support waiver 
vision 

 
 
 
 
 
 

Providers form 
partnerships to 

create and 
implement projects 

 
 
 
 
 
 

Partnerships apply 
to participate in 

DSRIP program by 
selecting projects 

State approves 
applications 

 

 
 
 
 
 
 

State funds 
partnerships based 

on hitting pre-
determined metrics 

Implementation Process 



7 Role of IDNs in Transformation  Activities & Funds Flow 

State 

IDN 

Providers 

State gives DSRIP dollars to IDN for 
reaching milestones and metrics for 
each transformation activity selected 
by the IDN 

 IDN coordinates transformation 
activities among providers 

 IDN passes DSRIP dollars along to 
providers to cover project 
implementation costs and provide 
bonus payments (among other things) 

 State may impose requirements on how 
dollars are shared with providers 

 Example: In New York, 95% of 
waiver dollars must be given to 
“safety net” providers 

MCOs 

State continues to pay MCOs 
capitation to cover the cost of 
medical services for enrollees 

MCOs continue to 
contract with providers to 
deliver medical services 

MCOs and IDNs may develop relationships while the DSRIP 
waiver is in place, but MCO and IDN relationship is critical 

post-waiver 
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New York’s Options for Role of IDNs in Contracting Post-Waiver  

1.  Contracting at the IDN level  
A IDN enters into a value-based arrangement (e.g. integrated primary care, total 
care for the total population, a bundle of care, care for a specific subpopulation). All 
providers within the IDN are held to the terms of that contract.  

2.  Negotiating standard VBP 
terms with the IDN for direct 
MCO- Provider contracting  

The IDN works with the MCO on how to contract with providers within the IDN on a 
value-based arrangement. Within that framework, IDN can contract directly with 
combinations of providers to deliver that care. 

3.  No contracting at the IDN level 
The IDN has no responsibilities for the contracting of a value-based arrangement. 
MCOs contract that care directly with combinations of providers within the IDN.  

Draft for internal use only 

Role of IDNs Post-Waiver 
 IDNs may continue to play a role post-waiver by entering into contracting arrangements with payers 

that sustain transformation activities. IDN role in contracting may vary (see below) 

 For activities that prove their “business case” during the waiver: 

 Plans may choose to buy the non-Medicaid reimbursable service for their members as they 
recognize the savings that have been demonstrated. 

 Providers and organizations that enter into value-based contracts with payers may choose to 
fund certain care models that have been shown to improve outcomes and reduce costs 
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  State Models for Integrated Delivery Networks 
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Models for Integrated Delivery Networks 

New York 

New Hampshire 

Washington 

Alabama 

Similar models 
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Basic Structure of IDNs in NY and NH 

Lead Applicant Responsibilities 

Community 
Supports 

Physical Health 
Providers 

Behavioral Health 
Providers 

Lead 
Applicant 

 Organize partners  
 Coordinate program application 
 Act as single point of accountability for the 

state 
 Receive funds from state and distribute 

funds to partners for transformation 
activities 

 Compile required reporting 

Integrated delivery network will be 
composed of a lead applicant and several 
partners 

NOTE: Partners may lead implementation efforts for specific projects 
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 Not required to be specific provider type, and state anticipates some IDNs will be 
led by non-hospital providers 

 Must demonstrate organizational capabilities 
 Must demonstrate transparent financial processes 

 

 Not required to be a hospital, but nearly all IDNs are lead by hospitals 
 Must demonstrate organizational capabilities 
 Must meet statistical tests of financial strength 

Qualifications of Lead Applicants in NY & NH 

New York 

New Hampshire 
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Governance Principles for IDNs in NY & NH 

Core Governance Principles in New York and New Hampshire 

 Participatory. Ensure that partners have active role in decision-making 
process. 

 Accountable. Lead applicant and partners should be accountable to each 
other, with clearly defined mechanisms to facilitate decision-making. 

 Flexible. Within some guideposts, allow each IDN to create a structure that 
works best for it.  States have not established a “one-size-fits-all” 
governance structure. 
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Governance Requirements for IDNs in NY & NH 

 Financial governance. Includes the distribution of funds among partners and the 
development of budgets for projects. 

 Clinical governance. Includes the development of standard clinical pathways and 
monitoring and managing patient outcomes. 

 Data/IT governance. Includes data sharing among partners and reporting and 
monitoring processes 

 Community/consumer engagement. Includes engagement of 
consumers/community-based in IDN activities and promotes connections with social 
services agencies. 

 

New York required that their IDNs demonstrate:  

New Hampshire is in the process of defining its 
governance requirements 
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IDNs in Washington State 

Counties 

Community 
Support 

Organizations 

Physical Health 
Providers 

Behavioral Health 
Organizations 

ACH 

Managed Care 
Organizations 

Other 
Organizations 

Washington will leverage its emerging “Accountable Communities of Health” or “ACHs” to 
transform the Medicaid delivery system.  The key difference with the NY/NH model is that 
ACHs, not providers, are the lead applicant. 

 

 ACHs are regionally organized public-
private collaboratives created as part of the 
Healthier Washington. 

 ACHs will coordinate transformation 
activities in the community and act as a 
primary point of accountability for the 
State  

 If an ACH is not sufficiently mature, a 
member organization may fill the ACH’s 
role as the lead applicant. 

Role of ACHs 

WA is developing IDN governance 
requirements 
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Alabama’s Alternative DSRIP Model 

TRANSITION FUNDING 
DY 0 (FY 2016) 

ONGOING SUPPORT 
DY 1 (FY 2017) – DY 5 (FY 2021)  

VALUE BASED PAYMENT 

Start-up funding to  
build RCO capabilities 

Support for RCO  system 
transformation programs 

RCOs begin to move 
providers to VBP 

arrangements 

Short term support to 
struggling hospitals, 

especially in rural areas 

Transition to APR-DRGs 

Other investments(?) 
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Majority of DSRIP funding 

Alabama’s DSRIP program will fund transformation through providers and regional care 
organizations (RCOs)—non-profit, provider-led, managed care-like entities 
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Nursing Homes Pharmaceuticals Physicians Clinics Hospitals 
Behavioral 

Health 

Consumer 
Health Care 

Providers 
Consumers Employers 

Other 
Community 

Stakeholders 

Other Services 

Advisory Governing Board 

Regional Care Organization 

Provider 
Payments 

Quality 
Programs 

Clinical 
Integration 

RCO Governance Structure 

Like IDNs in other states, RCOs are collaborations of providers. Unlike other IDNs, RCOs will 
be licensed to bear risk, like a managed care organization.  



18 RCO Governance Structure (cont’d) 

Participants in 
Governance 

• RCOs must have a governing body that includes representation from community 
stakeholders, including: 

• 12 representatives from entities at risk under the RCO 

• 8 representatives from entities not at risk, including: 

• 3 PCPs 
• 1 optometrist 
• 1 pharmacist 
• 3 community representatives 

Citizens 
Advisory 
Council 

• The RCO must also have a Citizens Advisory Committee 

• The CAC must meet at least once every three months 

• At least 20 percent of its members must be Medicaid beneficiaries enrolled in 
the RCO 

• Members must include representatives of organizations that are part of the 
Disabilities Leadership Coalition of Alabama or Alabama Arise 

Alabama imposed strict governance requirements 



19 

Questions? 
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Thank You! 

Deborah Bachrach 
dbachrach@manatt.com 

212.790.4594  
 
 

Anne Karl 
AKarl@manatt.com 

212.790.4578 

 
 


